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EGINA E. HERZLINGER, A PROMINENT
professor at the Harvard Business School, has
been a leading voice among advocates of a price-
sensitive, consumer-driven market as the solution
to the problems of our health care system. In 1997
she published a book entitled Market-Driven Health
Care: Who Wins, Who Loses in the Transformation of
America’s Largest Service Industry (Reading, Mass.:
Addison-Wesley), which laid out the arguments for
her position. Then, in 1999, as she explains in the
introduction to her current book, “I felt that con-
sumer-driven health care was so imminent that I
hosted a large conference at the Harvard Business
School to discuss the subject.” The present massive
book (more than 900 pages) includes most of the
presentations at this conference, preceded by a 200-
page update of Herzlinger’s own views, plus her
brief commentary on each of the collected papers.
Why publish all this now, some five years after
the conference, and yet barely seven years after her
first book on the same subject? Because, she says,
“I'waited to publish this book until the time for the
consumer-driven health care revolution to occur
was right. The time is now.” So Herzlinger believes
that this book heralds the start of a “revolution” in
health care — a historic transfer of the control of
the health care system from employers, insurers,
and “providers” (formerly known as physicians) to
newly empowered “consumers” (formerly known
as patients). She and the majority of her 92 con-
tributors (mostly health care entrepreneurs and
managers, including 23 with medical degrees) are
convinced that a new age is dawning. As a conse-
quence, this book projects an almost messianic fer-
vor; it brims with the confidence and enthusiasm
of converts to a great cause. Despite all the excite-
ment, however, it adds little that is really new and
persuasive.
The large collection of conference contributions,

far too numerous to describe here, would have been
less daunting had it been pruned to a more man-
ageable number. Some of the presentations are
thoughtful and balanced commentaries on the
evolving medical marketplace, but others are little
more than self-promoting anecdotes about new
business enterprises intended to appeal to con-
sumers.

Herzlinger’s own discussion, although lively and
readable, fails to improve on the limitations of her
first book. Like that previous effort, this contribu-
tion is primarily concerned with the employment-
based insurance system and says little about the half
of our health care economy that is insured through
government programs. She begins with a convinc-
ing description of the failures of the current private
system. The solution, she says, is to put the power
of choosing insurance coverage and health care in
the hands of consumers, who have a personal and
economic stake in their own decisions. Employees
should be given money by their employers, in
amounts determined by their health risk, and they
should be allowed to shop for themselves in a great-
ly expanded and diversified insurance market. How-
ever, in this scenario, everyone would be required to
buy coverage for catastrophic illness. New kinds of
entrepreneurs would “risk-adjust” the insurance
payments and provide enrollees with the informa-
tion and cost estimates that they would need to
make their choices. Money not spent on insurance
could be used by employees for other health expen-
ditures — or perhaps become part of a medical sav-
ings account.

Critical questions about these proposals were left
unexplored in Herzlinger’s first book and remain
unanswered in this one. Even assuming that there
were reliable and broadly applicable methods to
do comprehensive personal-risk assessments (and
there are not), what kind of a system would be need-
ed to ensure fair, up-to-date assessments for fami-
lies and for each family member’s changing health
status? How often would such assessments be done,
and at what cost? And what about Medicare and
Medicaid? Should the government abandon these
programs in favor of contributions (also based on
health status) for the purchase of private insurance?
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Herzlinger acknowledges the need for government
regulation in making her proposed “consumer-
driven” system work, but she never fully addresses
the huge administrative costs and bureaucracy that
her system would probably entail. Large overhead
costs plague our present insurance system, and they
might well be even greater under the system she
proposes here.

The mostimportant reform in the delivery of care
envisioned by Herzlinger is what she calls “focused
factories.” As explained in her previous book, these
would be freestanding specialized facilities and
integrated groups of physicians that would treat
a particular health problem. They would compete
for customers on the basis of price and quality and
supposedly would lower costs while improving
efficiency and quality. Herzlinger wants specialty
hospitals to replace services provided by general
hospitals, and groups of specialist physicians who
are focused on the comprehensive care of one dis-
ease to replace the services provided by solo practi-
tioners. Does she think “focused factories” should
largely replace the current organization of medical
care? She does not say, but if so, she needs to be
cautioned that multiple serious diseases in the same
patient are common and that we still would need
physicians to manage the vast array of minor com-
plaints and to diagnose those that are serious.

Herzlinger is convinced that market forces, given
properly informed and motivated consumers, will
bring runaway costs under control, even while im-
proving the quality of care. That s a nice theory, but
medical care is fundamentally different from the
kinds of service industries that business experts
know about, and the alleged magic of the market
hasyet to be demonstrated in medicine. Anyone who
has ever been very ill or seriously injured learns that
at these critical times, people must rely on their
physicians to choose and provide the most appro-
priate care. Prices are a secondary consideration
when health or life is at stake. Most doctors would
support Herzlinger’s campaign against old-fash-
ioned medical paternalism, but not her insistence
that patients are essentially customers whose dis-
criminating, price-sensitive choices would produce
amuch better health care system.

Arnold S. Relman, M.D.

Harvard Medical School
Boston, MA 02115
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HE GLOBAL WORKPLACE IS RAPIDLY

evolving. In formerly “developing” but now
highly industrialized countries, migration from
rural to urban areas and employment in burgeoning
industrial zones are fragmenting social networks.
Though the settings vary widely, most of the sourc-
es of stress are familiar to us all: loss of extended-
family supports, double duty for mothers, inade-
quate child-care options, and conflicts between
meeting job responsibilities and caring for frail
parents. Less familiar is the issue of child labor on
a massive scale. The effect of these factors is mag-
nified in countries in which wages are much lower
and choices are fewer than they are in postindustrial
societies.

As they review the effects of work on health, the
book’s 27 authors (from five continents) look be-
yond toxic and ergonomic hazards to examine in-
fant health, nutrition, child development, and elder
care. Changes in the workplace are influenced not
only by local employers but also by government
policies that encourage foreign investment — a
move that gives international companies substan-
tial autonomy within the host nation. Although em-
ployment can have broad health benefits for indi-
vidual workers and their families, we are shown how
poorworking conditions can endanger both health
and welfare in a multitude of ways. Editor Jody Hey-
mann gives the example of Laura, the widowed
working mother of a toddler. Laura works 15-hour
shifts, seven days per week, in a foreign-owned
factory and with her $13 weekly wage cannot afford
child care. She must choose between asking her 10-
year-old niece to drop out of school to care for her
toddler and (as many of her neighbors do) leaving
the child alone at home.

In this book, social scientists, economists, and
health experts from international nongovernmental
organizations and universities review a large and
growing literature of empirical research on the re-
lationship between the workplace and health. To ex-
plain broad patterns, they often draw on econo-
metrics and epidemiology. An x-y plot shows, for
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